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PEOPLES DEPARTMENT STORES ig 


Report to the Shareholders 


On behalf of the Board of Directors, | have pleasure in presenting the Annual 
Report for the fiscal year ended 31st July 1969. 


Sales and earnings 


Sales for the year ended 31st July 1969 increased by $1,246,833 or approxi- 
mately 10% over the previous fiscal year. Net profit increased by $91,963 (27%), 
and amounted to 72¢ per common share as compared with 57¢ (including a 
Ac per share capital gain). 

The increase of profit reflected only the reduction of Management charges, 
(as previously reported) but not the very satisfactory increase in sales. Profit 
margins in most of the Company's sales areas were under pressure with the result 
that the two new stores opened in 1968 and the two new stores opened in 1969 
did not contribute to profits to the degree that had been forecast. In this regard it 
is expected that the four stores in question will all demonstrate their full earning 
potential this Christmas. 

The move to new premises of the head office and the central warehouse, 
forecast in the last annual report, was completed during the year. These new 
premises will accommodate the Company's requirements for the foreseeable 
future — In this regard it should be noted that warehouse space is now three times 
larger than previously available. The cost of this move was appreciable but to a 
large extent non-recurring. 

The costs involved were fully written off against income in the current year. 
While this inevitably reflects adversely on reported net profit in the year involved, 
it is felt that such approach is both realistic and desirable. So far as overall costs 
are concerned, stores salaries figure as the most significant increase (at $1,542,057 
up $183,148 over 1968) followed by rent (at $655,992 up $81,332). These 
increased charges account for much of the pressure on margins to which reference 
has been made. Non-cash charges accounted for a further additional charge against 
earnings of some $40,000. It should here be noted that tax provision in 1969 was 
at the rate of 51.6% compared with 49% in 1968. 


Three-year summary of operations 1969 1968 1967 
pee) (oe RA Utes ego Oa ea ROR wr $13,122,738 $11,875,905 $10,756; 
Earnings before income taxes .... 900,303 673,340 597,778 
WIC ONG taKOe vasa eect ye, 465,000 330,000 283,000 
Nem eernlinGs: coa4sh ou anaceieree: 435,303 343 340 314,70 
Earnings: 06 (Smale. ..neehiea aout: 0.73¢ 0.57¢ 0.52¢ 


DD IVTCS DUS) Saat Pokaan tectee eeee 240,000 60,000 60,000 
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Balance sheet 


The working capital position continues to be very strong with Current Assets 
at $4.3 Million against Current Liabilities of $700,000. Your Company has no 
funded debt but a cash and equivalent totalling $1.57 Million equal to over 25% of 
total assets. It is felt that today’s high cost of money and the general credit situation 
amply justify Management's conservation of cash and augur well for the Company's 
competitive position in the year ahead. 


The outlook 


In spite of the general credit conditions referred to above, the Company's 
sales picture is most encouraging with sales in the new fiscal year running over 
15% ahead of the like period of 1969. 

Two new stores are scheduled to open before the end of this year and a third 
for early 1970, and those together with the four stores opened in the last eighteen 
months will further help to utilize the new central warehousing facilities to the 
benefit of overall profit margins. 

A continuing preoccupation of Management is with the modernization of 
existing stores to increase sales area as well as the general image of the stores 
themselves. 


Conclusion 


The main impact of the new head office and warehouse so far has been in 
terms of morale of the staff and this is most desirable. The year 1970 and the 
subsequent years will demonstrate its economic value in terms of inventory and 
cost control. Combined with increased sales, Management is confident that 
improved profit margins will result. 

It is only appropriate to conclude by expressing, on behalf of the Board, 
thanks and appreciation to all employees for their continuing efforts in the interests 
of the Company. 


Saul Shapiro, 


President. 


Montreal, Quebec. 
24 October 1969. 
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AS Sees 
Current Assets 1969 1968 
Cashed seco ott e- Saae he Ss. Shae ei ese eee $ 5272828 $ 18.4152 
ShORtternyed eer sits 8 a.on. ote ee eee 1,500,000 2 000 000 


Government of Canada Bonds — at cost 
(quoted value 1969 — $29,200; 


PIGS == S31 OOO Ir oy aera eee 40,000 40,000 
ACCOUNTSORECEINE ND] Cilia 55,0 eager ie tote eae 14,709 176,391 
Inventories — at the lower of cost or net 

realizable value less normal profit margin ........ 2,654,291 2,023 62¢ 
Prepaiidvexpemsoee cada cick. ua uae eee eenng eae 36,487 41,695 
A 2/171,.695 4,299 867 
Accumulated 
Fixed Assets Cost depreciation 
LATS eae teas meee ee Sv E26 00 — 25 000 
BuilGingrre: sees: 40,000 §$ Z,000 38,000 
Furniture and 
TRGRES eae nace 1 ORS Be 1,042,665 679,256 552 416 
Slp760,92 1 $1,044,665 142 256 552 Ala 


Leasehold improvements — at cost, 


l@SS, AITIORERZA TION acerca oe ee ee 154,124 130,269 
896,380 682 687 
Goodwi TP ee 5 i ee ee 1 1 


3 bil s4O76 $ 4,982 555 
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(with comparative figures for the previous year) 


LTA BITLITLES 


Current Liabilities 1969 1968 
Accounts payable and accrued liabilities ............ Si 1.671560 Sieber ee 
MNO CS Ae ae tetahees eee ddsigh epee 181,779 185,406 

FOO SSo VE ere 

Deferred Income Taxes (note 1) .............0...0.0.0.... 13,400 — 

Hh soe RSS) Taliiey a 


SEAR EEL DER S ane ono 


Capital Stock (note 2) 


Authorized — 
1,000,000 common shares without nominal 
or par value 


Issued and fully paid — 


POO OO RSNGNe Sin aa.W. Seog eds ae eee 300,000 300,000 
MetAmGGEOIMINGS 00.2. cei emer ae an eae 4,160,337 3,965,034 


4,460,337 4,265,034 


Signed on behalf of the Board: 
Saul Shapiro, Director 
Abe Gold, Director 


$ 5,174,076 5 4.821555 
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Statement of Earnings 
for the year ended July 31, 1969 


SALES: dpcdtacsge tethered gs Soa ceo eee ee a eee eee 
COSTSIAND EXPENSES 
Cost of sales, operating and administrative 
EXDENSSS 5 CR neces hc orl teres Pe 


DiKectors: .FeMmUNEratlony at neon eee 


Statement of Retained Earnings 
for the year ended July 31, 1969 


BALANCE = BEGINNING? Ol WEAR scans eee 


Net earnings Tor the yeaneters. ..00 sacuee tee eee 


1969 


Sheri 22790 


1968 


$11,875,905 


11,284.412 10,215,404 
139,235 296,863 
655,992 574,661 
142,796 115,637 

12,222,485 11,202,565 
900,303 673.340 
451,600 330,000 

13,400 = 
465,000 330,000 
$ 435308 %  G4gaae 
1969 1968 
$ 3,965,034 $ 3,681,694 
435,308 343,340 

4,400,337 4,025,034 

240,000 60,000 
$ 4,160,337 $ 3,965,034 


ANNUAL REPORT 1969 


(with comparative figures for the previous year) 


Statement of Source and Use of Funds 
for the year ended July 31, 1969 


Source of Funds 1969 1968 
fre eanmings Lor the year ........3..0. tte snewdaabies $ ~ 435,303 $ 343,340 
Add: Charges not requiring cash outlay — 
Pre RCCIOTION s & ehen Mh rie carl Ol oe yn oui iss 133,558 107,991 
MOLE Z al Olsen pati: RR eee NER oo 9,438 7,646 
Delenred. INCOME .taXeS ssc. sth. eecdded aenakes 13,400 — 
591,499 458,977 
Receipt of balance of sale price of land 
=. RUNG TIVG 6 Sle cn en A — 1,944,000 
591,499 2 402,977 
Use of Funds 
Bremadcritons to Tixed aSSts ...... 60. ..oc.oeisacechecven ss 356,489 309,916 
USC SRS ee ioe RU ce Ne ae | 240,000 60,000 
596,489 369.916 
Increase (decrease) in working capital ............ (4,990) 2 035,061 
Working capital — beginning of year .............. 3,582 346 1,549,285 
Increase (decrease) in working capital ............ (4,990) 21O33,061 
Working capital — end of year ........................ S539 / 7.300 $ 3,582 346 


Mol rons “REPORT TOSTME: otivney OLDE Rs 


We have examined the balance sheet of Peoples Department Stores Ltd. 
as at July 31, 1969 and the statements of earnings, retained earnings and source 
and use of funds for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position 
of the company as at July 31, 1969 and the results of its operations and the source 
and use of its funds for the year then ended, in accordance with generally accepted 
accounting principles and, with the exception of the change in accounting for 
income taxes set out in note 1 with which we concur, applied on a basis consistent 
with that of the preceding year. 


Montreal, Quebec McDonald, Currie & Co. 
September 17, 1969 CHARTERED ACCOUNTANTS. 
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Notes to Financial Statements 
for the year ended July 31, 1969 


1. DEFERRED INCOME TAXES 


A portion of income taxes payable in respect of 1969 and prior years has 
been deferred by claiming depreciation for tax purposes in excess of that 
recorded in the accounts. The accumulated deferral, amounting to $13,400, 
has been recorded as ‘‘deferred income taxes’’ on the balance sheet and, 
since the major part of the deferral occurred during the fiscal year ended July 
31, 1969, the whole amount has been recorded as a charge against earnings. 


27) STOCKSOP TION 


The company has reserved 25,000 shares under a stock option granted to an 
officer during the year to purchase these shares in instalments at $11 each. 
The option expires on January 2, 1976. 


3 LONG-TERM LEASES 


Minimum future rentals, excluding additional amounts based on percentage 
of sales, taxes and other like expenses are: 


US WA Pm he 7 Cae Cer meta eR A 2 ee $2,596,000 
Ae yea IS At or Mae a ea Re Ear 29350 ,000 
VOTE AROS Wig ee i eect een ae 2-1Z24.c00 
er oV Ag wi pe lenelie' C. 7 Mune ge Mer ire ee E677 ,700 
LAS Orel GOOe ieee Meena wanes vce: 1,591,400 
ESTO NOES SSS Uns Aah ene cee 1,235,400 
SOG AS Oe names Prats seh. SNe 1,094,400 
URS elem eG ON Palais 60 eee vitae eae 801,900 
Subsequent ¥ eee eee ed, Nil 


4. OTHER COMMITMENTS 


In a previous year the company sold all its land and buildings, including a 
building constructed on leased land. The company has undertaken to obtain 
clear title to the land by the year 2001, or, alternatively, to refund the sale 
price of the building in the amount of $357,000. 
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